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It cannot be doubted that the Quantity of Money does in many countries exercise an influence on at least certain classes of Prices. On any other hypothesis it is impossible to account for the fact that even the countries that use Credit to the greatest extent find it necessary to maintain reserves of Gold, and that the movements of Gold into and out of the reserves arc most carefully watched by those who are responsible for the working of the Hanks, and prompt steps taken to check any unusual and excessive drain upon them.
On the other hand, a Banker will not allow Ins reserves of Gold to remain permanently higher than he considers necessary for the purposes of his business. To do so would amount to neglecting to take a profit in his business which could safely be secured, and that is a course which the Banker does not adopt. When his reserves are in excess of his requirements the Banker lowers the rate of discount, issues Credit to a greater extent, and sees bis reserves gradually reduced to the amount below which he considers it unsafe to allow them to fall. Leaving out of account temporary oscillation upwards or downwards, the Prices of the articles which arc affected by the supply of Money arc just as high as that supply can maintain under the conditions prevailing at the time, ami all other Prices must conform
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